business in rural regions is distribution access, not a lack of buying power." We call overcoming this barrier socially responsible distribution.
In the marketing literature, distribution is conceived as the provision of availability. Channels of distribution are the routes leading to customers and the associated marketing management considerations range from gathering and providing customer and product information to physical distribution (see, for example, Kotler 2000, p. 491). However, this literature assumes a developed world marketplace of intense competition and a highly developed communications and distribution infrastructure. The developing world, particularly its rural markets, are almost entirely ignored. Nonetheless, the core question remains the same-how do customers get access to products and services?
We start by clarifying and quantifying the geographic spread of the BOP. We then turn to the challenge of distribution to the BOP and the fundamental reasons why large numbers of the rural poor cannot access basic and essential products and services. Next, we introduce the idea of socially responsible distribution strategiesinnovative strategies that offer the opportunity to create access for the rural poor and enhance their welfare while making efficient use of scarce resources. Five case studies from rural India illustrate socially responsible distribution and highlight the importance of cross-sector collaboration among multinationals, non-governmental organizations (NGOs) and governments. However, we do not restrict our attention to MNC initiatives. Our interest is in the use of market mechanisms, be it by a private firm or a state enterprise, thus two of our cases look at innovative distribution strategies adopted by government departments while another is about an NGO. We identify key insights from the case studies and, in conclusion, highlight the major payoffs and insights from socially responsible distribution for the people at the BOP and MNCs, governments and NGOs.
GEOGRAPHIC SPREAD OF THE BOP
The term bottom-of-the-pyramid, used in the economic context, refers to the poor. Sachs (2005) builds on definitions used by the World Bank (Chen and Ravallion 2000; 2004) to distinguish among poverty levels, categorizing them as extreme poverty, moderate poverty and relative poverty. Households in extreme poverty, which occurs almost entirely in developing countries, are unable to meet basic needs.
They are "chronically hungry, unable to access health care, lack the amenities of safe drinking water and sanitation, cannot afford education for some or all of the children, and perhaps lack rudimentary shelter -a roof to keep the rain out of the hut, a chimney to remove the smoke from the cook stove -and basic articles of clothing such as shoes." (Sachs, 2005; 20) . Those in moderate poverty manage to barely meet basic needs. Sachs refers to people in relative poverty (in developed countries) as those who meet basic needs, but whose income is so far below national average that they "lack access to cultural goods, entertainment, recreation, and to quality health care, education and other prerequisites for upward social mobility" (Sachs, 2005; 20) .
The World Bank, which is the authoritative source of data on income distribution across countries, determined that people with daily consumption income of less than $1.08 i (rounded off to $1) lived in extreme poverty (Chen and Ravallion, 2000) . A somewhat arbitrary number of $2 is used to estimate those living in moderate poverty, those "more typical of [living in poverty in] low-middle income countries" (Chen and Ravallion, 2000; 7) . World Bank data indicate that about 1.1 billion people lived in extreme poverty in 2001. They were concentrated in South Asia (39.5%), Sub-Saharan Africa (28.9%) and East Asia (24.8%) (Chen and Ravallion, 2004) . About 2.7 billion people, or nearly half the global population, live on $2 a day (see table 1 ).
ii Insert International Fund for Agricultural Development (2001; 161) The market access disadvantages suffered by the rural poor are rooted in many factors, which affect the flow of goods and services both in and out of rural areas, and adversely affect the rural population's income and quality of life (see Figure 1 ).
Insert figure 1 here

Poor road, communications and electricity infrastructure
A large proportion of the rural population in developing countries lives in remote villages that are inadequately connected by roads with the outside world and poorly served by appropriate and affordable transport, which poses a physical barrier to markets. The poor in Ghana regard bad roads as one of the "major obstacles to more successful farming and food security in their communities" (Kunfaa et. al, 2002; 24) .
Small local demand combined with high cost of transporting goods to and from remote villages depresses farmers' incomes, and results in higher prices of agricultural inputs and consumer goods they acquire from urban areas. For example, in Chile consumer goods prices in the remote North and South of the country, are 20-25% higher than the more highly-populated central region of Santiago and Valparaiso (Ferreira and Litchfield, 1999) . Recognizing the disadvantages suffered by people living in its western and central regions on account of poor connectivity, the Chinese Government has pledged to build 85,000 km of road to connect those regions to other parts of the country (Guerrera, 2006) .
Poor roads can present a significant barrier to school attendance. Okunmadewa, et. al (2002; 101) report that in parts of Nigeria, "[s]choolchildren have to trek many kilometres daily to and from the nearest school, and most cannot attend in the rainy season or other times the road becomes impassable." Physical location can pose a significant barrier for poor urban neighborhoods as well. A number of poor children living in urban slums fail to attend school regularly owing to distance from home to school, and inability to afford or safely use public transport. In Papua New
Guinea the average travel time to the nearest school is an hour (Gibson, 2000) .
Average distance to the nearest primary school is much higher for the poor than the rich in many developing countries. (See table 2 information often forces the poor to accept low prices for products and to pay high prices for consumer goods." Rural consumers are also disadvantaged when it comes to purchasing agricultural inputs as they lack information on competing product prices, features and quality.
Lack of knowledge and skills
The availability of information is necessary but not sufficient for welfare enhancement. In order to extract the benefits of information, rural farmers must 
Organizational shortcomings
It can be difficult to fully realize the power of information and knowledge without organizational improvements. Many farmers live off small land holdings and, unless they are members of cooperatives, lack bargaining power when selling produce and buying agricultural inputs. They are unable to spread fixed costs over a large enough volume to be competitive. Furthermore, they lack access to valuable information on agricultural practices and experience with consumer products and services that might help enhance productivity and provide the basis for informed purchases.
Cultural rigidities
In many countries cultural norms and historical legacy discriminate against certain groups, such as women, the indigenous population, minority ethnic or religious groups, and lower castes. In Latin America, the indigenous population, which is concentrated in rural areas, has higher poverty and lower literacy and lower access to land and credit (Wodon, 1999) . Sometimes this is reflected in poor market access for their produce.
SOCIALLY RESPONSIBLE DISTRIBUTION STRATEGIES
We refer to socially responsible distribution to describe initiatives that provide poor producers and consumers with market access for goods and services that they can benefit from buying or selling, by helping neutralize the disadvantages they suffer from inadequate physical links to markets, information asymmetries, and weak bargaining power. Governments, civil society, multinational and local companies, and small private entrepreneurs can all play a role in providing socially responsible distribution.
In order to understand how socially responsible distribution meets the challenge of distributing goods and services we looked at the strategies of five organizations drawn from all three sectors -government, the private sector and civil society. We decided to focus our research on India, which has the largest population consumables such as tea, cooking oil, washing cake and powder, talcum powder, electric bulbs and casual footwear, and durables such as bicycles and transistor radios (Rao and Natarajan, 1996) . For some products, as early as the mid-90s, rural demand exceeded urban demand (see Insert figure 2 here
ITC Limited iii
As noted above, small farmers suffer tremendous disadvantages when selling their produce. They lack accurate information on market prices, which is necessary to ensure that they sell their produce at the best prices. They are often bullied and cheated by buyers in the process of grading and weighing produce at the point of sale.
ITC Limited, a diversified multinational that trades in agricultural commodities, uses information technology to empower small farmers by providing them with real-time market information, and has set up a direct procurement system that gives farmers an alternative channel for selling their produce. In addition, ITC has begun setting up supermarkets to sell a range of goods and services to rural consumers. Typically, small Indian farmers bring their produce, such as soya bean, to the "mandi," a state-sanctioned wholesale marketplace where traders bid for farmers'
ITC Limited was established in
produce. Farmers line up in front of a trader's kiosk at the mandi, and each farmer is offered a price for the produce depending on its weight and grade (adjustments are made depending on moisture content, foreign matter, broken seeds, etc.). Farmers' bargaining position is weak. They lack accurate information on prices offered by other traders in that mandi and other mandis in the state (having to rely on word of mouth), are unable to verify if their produce is weighed accurately, and are discouraged from turning down an offer because they have already incurred the sunk cost of bringing their produce to the market and would need to incur additional cost to take it back and return another day. Essentially, farmers end up with lower income than would be possible if there were ways to ensure their produce was accurately weighed and graded and they had access to better information which allowed them better options on when and where to sell their produce.
ITC, which previously bought produce from intermediaries (traders who procured it from farmers), set up a system that empowers farmers in two ways: by providing them with real-time information on commodity prices so that they can obtain better prices for their produce, and giving them an alternative selling channel, direct to ITC. The company has set up an "e-Choupal" in each of 6,000 villages.
(Choupal means village gathering place in Hindi.) In each village it recruits a progressive farmer and sets up a computer in his home. Given that many of the villages lack internet connectivity, ITC sets up a satellite dish on the roof of the farmer's home to provide connectivity. It also installs a solar panel and battery to generate and store enough electricity for 20 minutes of uninterrupted computer operation when power supply is unavailable.
ITC has a web portal through which it provides information on soya prices the previous day at each mandi in the state and at its own procurement center. It also presents information on prices in international markets such as the Chicago commodities exchange, which are precursors of local prices. Each evening the portal announces the minimum price ITC will offer the following day at its own procurement center.
ITC's procurement centers are large, clean and well-maintained. Farmers are able to wait in the shade rather than in the open sun and have access to cool drinking water and bathroom facilities. They use electronic weighing systems which reduce chances of inaccuracy. Farmers are given cash for their produce rather than deferred payment as sometimes happens at the mandi. If prices at the nearby mandi turn out to be higher that day, ITC raises its procurement price to match them. However, if prices at the mandi are lower it abides by the price commitment made the previous evening on its web portal, on which the farmers based their decision to bring the produce to market.
ITC has enhanced the value of its procurement system by turning it into a twoway distribution chain. In addition to assisting procurement of agricultural produce from farmers, its village representatives (or "sanchalaks" as they are called) also sell a range of products and services to villagers, earning a commission on sales. These go all the way from insurance to motorcycles.
ITC has broadened the scope of products distributed to rural areas by building supermarkets (called Choupal Saagars), at some of its commodity procurement centers, to sell a wide variety of products and services, including packaged consumer goods, white goods, agricultural inputs, and health, insurance and banking services.
ITC has entered into partnerships for these; for example, Apollo Hospital, which has a chain of hospitals around India, is a partner in providing health services at these "choupal saagars." An Apollo-affiliated general physician is available for consultation and to conduct basic diagnostic tests. The general physician can access specialists via the internet and telephone as necessary. In March 2006, ITC had 10 Choupal Saagars in 3 states and was planning to build another 40 by the end of 2007.
Hindustan Unilever Limited (HUL) iv
The unavailability of basic consumer goods such as tea and toothpaste, results in rural consumers either forgoing their consumption or purchasing poor-quality counterfeits or substitutes. HUL addresses that problem by extending the reach of its rural distribution by relying on women entrepreneurs to sell its products (the Shakti program). It also delivers information about health and hygiene (via a program called Shakti Vani), which, in turn, facilitates sales of its products, and partners with government to run a rural community portal that provides broader information with social benefits (iShakti).
HUL, Unilever's Indian subsidiary, is the largest seller of fast moving consumer goods (FMCG) in India. In 2005, HUL had revenues of $2.5 billion and net profits of a little over $300 million. About 45% of its sales are derived from soaps, detergents and household care products, 28% from personal products, and 25% from foods (Hindustan Lever Limited, 2005) . It also has the largest private sector rural distribution network in India. HUL has a strong interest in selling to rural consumers given its product focus and the fact that over half of India's total FMCG demand is in rural markets (KPMG International, 2005 ).
HUL sees three major marketing challenges associated with rural markets: it is difficult to reach a significant percentage of villages through conventional business methods; low rural literacy and poor media reach create communication challenges;
and it is difficult to influence rural customers owing to low brand awareness and low consumption levels. It has three programs for addressing rural challenges: HUL's strategy differs from ITC's in a number of ways. Given the larger breadth of its FMCG offering it does not need to carry others' products and, therefore, limits its sales to its own brands. So far it has focused on a one-way flow of products -out to rural areas. In addition to serving rural customers' needs for consumer products, HUL's strategy is laying the foundation for future rural market share -as incomes rise, and consumption of consumer goods increases, HUL is well positioned to capture and retain rural customers, making it difficult for competitors to follow.
Gyanshala
Illiteracy is a significant barrier to enhancing welfare at the bottom of the pyramid.
Public education programs' reach is severely limited by paucity of resources, and thousands of children forgo the opportunity to attend school because the closest public school is too far to attend. Gyanshala is an example of a non-profit entrepreneurial start-up that has developed a scaleable model to provide low-cost consistent-quality education to poor rural and urban children who are inadequately served by existing public education programs. Its model provides very basic education using especiallydeveloped high-quality materials delivered by low-wage well-trained teachers at locations close to the homes of under-privileged children.
Gyanshala, an Ahmedabad-based NGO, was set up in 1999 to create a radical low-cost design for delivering effective education for poor children in grades 1 to 3.
In order to provide highly accessible education at low cost in a scaleable format, Gyanshala relies on several key design elements:
(i) Classes are located in the village, or in the urban slum, so that young children can easily walk to them.
(ii) Costs are contained by hiring teachers who live in the community, or close by, have a grade ten high school education, and are willing to work at low wages.
(iii) Teachers are given solid training, and continually and closely monitored and assisted to ensure that they deliver quality instruction.
(iv) High-quality materials are developed and used, and detailed teaching plans guide delivery of each class session in the year to ensure consistent highquality education.
The net effect is that at the end of a 3-year program young children can read, write and perform basic arithmetic functions, and have developed the habit of reading the daily newspaper, all at an annual cost of $36 per child, which is a third or less of the typical cost in government schools. Moreover, given the teacher profile there is a large potential pool of teachers, which helps the model's scalability. Gyanshala has also developed a system of selecting, training and monitoring teachers, which helps ensure quality as it scales up. Gyanshala currently has 5,000 children enrolled in classes in Gujarat State.
Postal Service
The rural population's ability to benefit from the growth, industrialization and development of the country is seriously compromised by poor communications links.
The Indian Postal System has 155,516 post offices (POs) of which 89%, or 139,120, serve rural areas, giving it the widest physical reach of any Indian organization. In order to build this large network the postal system has relied on collaboration with private entrepreneurs, and in order to enhance its economic feasibility and derive greater benefits for consumers it offers a wider range of services than is typical of postal systems. 
Rural Electrification Department
Absence of electricity supply affects not just quality of life but the ability to enhance productivity and income using mechanized agricultural and industrial equipment. In 2005, 77.8 million rural households (56% of India's rural population) lacked access to electricity, making India the country with the largest number of households without electricity (Ministry of Power, 2005) . In recent years, the Indian Government has launched ambitious initiatives that aim to extend electricity supply to the entire rural population by the end of the decade. A crucial aspect of these initiatives is the use of radically different business models to enhance the economic feasibility of power distribution and generation.
The major barriers to rural penetration of electric supply have been high cost of revenue collection, high cost of long-distance transmission losses, and large burden of subsidies. State utilities lose money on rural distribution and lack incentives to extend its reach. Energy losses in India are as high as 25% while the OECD average is less than 10% (International Energy Agency, 2002).
In order to improve the financial feasibility of distribution, the Indian Government has launched a scheme to engage franchisees to manage the last mile of the distribution chain -from village transformer to household. The franchisee is in charge of signing on new customers and the utility assumes responsibility for connecting the home to the transformer and for installing and sealing the meter. The franchisee bills customers and collects payments, and pays the utility for the power drawn from the system at an agreed rate that provides for standard transmission losses and a commission for the franchisee's services. The franchisee has a strong incentive to detect losses, or theft, and maximize collections. When customers default the franchisee can ask the utility to discontinue supply. Currently there are about 400 franchisees, and the Government plans to increase that number to 100,000.
The government proposes to overcome the challenge of large power losses from long-distance transmission by encouraging distributed power generation, and limiting the burden of financing and managing these by allowing private entrepreneurs to invest in capacity and sell power to the grid. Entrepreneurs will be encouraged to use renewable energy sources, such as biomass, for units generating as little as 2.5-5MW, which would usually be enough to serve up to a thousand households. The government will help entrepreneurs arrange special low-cost financing. The model under consideration carefully separates activities between the government and private entrepreneurs with the objective of allowing entrepreneurs easy entry and exit, and facilitating competition. The land on which the generators will be situated, the transformer, and the power cables to the homes will be owned by the government. Entrepreneurs would own and maintain the generating capacity on the land leased from the government. 
INTERVENTION STRATEGIES
As the cases illustrate, challenges to socially responsible distribution are addressed by all three sectors -government, civil society and private companiesthrough intervention in a number of ways. The poor benefit by earning higher income and deriving value from free services and from being able to choose among a greater variety of products available for purchase. Some of these benefits are the direct result of entrepreneurial opportunities, services and products provided by organizations. Part of the welfare enhancement results from strengthening bargaining power, which depends on availability of information and its transformation into knowledge.
Four sets of moderating factors significantly affect the availability of information, its transformation into knowledge, and impact on bargaining power:
illiteracy, cultural rigidities, market structure and organizational shortcomings. The effect of intervention strategies by the government, NGOs and companies at various stages is illustrated in figure 3 , which distinguishes between direct links and moderating factors in our model of socially responsible distribution.
Insert figure 3 here
The government adds value in many ways -by providing infrastructure for transportation, communications and electricity, and information and knowledge through government controlled media and extension services v , and certain basic market institutions, such as the mandi. The private sector plays a crucial role. Large companies help empower farmers with information and provide competition to traders who previously exercised monopsony or monopoly power. Private entrepreneurs serve to extend distribution deep into the bottom of the pyramid and earn better livelihoods in the process.
Increased product competition at the BOP helps reduce prices.
NGOs assist by providing information and knowledge, alleviating illiteracy and cultural rigidities (such as constraints imposed by caste), and helping organize farmers to leverage knowledge into bargaining power. They supplement the efforts of the government by implementing scaleable models to provide social services and education where the government is unable to keep up with huge demand given its limited resources.
The types of intervention can be further distinguished by separating them into broad or targeted. In figure 4 we provide examples of the intervention by governments, NGOs and companies using this classification. The major difference in the strategies of the three sectors on scope of intervention is that the private sector's strategies are typically targeted whereas those of government and NGOs are both broad and targeted. Below, we discuss some of the learning about specific strategies that can enhance socially responsible distribution.
Insert figure 4 here
Bridge the infrastructure gap
Managers who are used to operating in conditions where infrastructure is taken for McDonald's made a significant commitment to securing the supply of highquality commodities and converting them into appropriate inputs in a $40m plant, which was not an activity it typically undertook elsewhere.
Differential, or layered, distribution
As organizations seek greater distribution depth, extending distribution networks outward to remote areas, transportation cost rises and population becomes sparse, rapidly inflating distribution cost. In order to extend reach, it becomes necessary to design differential distribution systems to serve urban and rural areas, with lower-cost distribution layers penetrating the outer extremities of the network.
Differential distribution is key to socially responsible distribution, just as differential pricing is key to socially responsible pricing (Vachani and Smith, 2004) .
Pharmaceutical multinationals could have saved lives through differential pricing of AIDS drugs in South Africa, but were deterred from doing so by a number of barriers including institutional risks to their developed-country profit margins from gray markets and price referencing. Governments and NGOs play an important role in reducing such risks and, thereby, facilitating differential pricing. Similarly, infrastructural and institutional shortcomings discourage differential differentiation, and governments and NGOs can work with companies to help overcome these difficulties and encourage distribution, bringing valuable products and services to BOP consumers and also helping them raise their incomes.
Outsource the "last mile" to BOP entrepreneurs Differential distribution requires examination of the distribution chain to select activities that can be outsourced to drastically reduce distribution costs. By outsourcing the "last mile" (in reality, the last several miles) to small private BOP entrepreneurs, companies like HUL and ITC, and government departments like those for Posts and Rural Electrification, can take advantage of talented and motivated local entrepreneurs at much lower cost than company or government employees. This results from their low opportunity cost and negligible overhead, given that they live in the target market and operate from existing premises. So while the transportation cost of delivering the product or service to the outer reaches of the network is higher than delivering it to urban locations, the fixed overhead is contained by outsourcing the promotion, selling and collections tasks to franchisees.
Organizations treat urban and rural distribution channels differentially in terms of economic benchmarks to evaluate feasibility. Unlike urban channels, companies treat rural channels as longer term investments that lay the foundation for larger future markets while making a social contribution today. Government departments use them to maximize the reach of services with limited deployment of public resources. With the burden of retail distribution shifted partly onto BOP entrepreneurs, scarce public resources can be redeployed to provide a wider span at wholesale distribution to serve a larger array of conduits into rural areas.
Leveraged distribution
Challenges of physical access and fragmented demand deter investment in distribution infrastructure reaching into the rural parts of the bottom of the pyramid. For many organizations the task of extending access into the outer extremities of the BOP may seem simply too expensive to undertake. Both the private sector (e.g., ITC) and the government (e.g., the Department of Posts) provide examples of leveraging the investment in rural distribution to enhance its value and improve economic feasibility, first by broadening the distribution network's scope by sharing it and, second, by increasing value generation by converting it into a bidirectional network. (See figure   5 .)
Insert figure 5 here
Bidirectional distribution The feasibility of distribution can be further improved through additional economies of scope obtained by creating two-way flow of products and services. ITC's distribution strategy creatively enhances the value of its procurement system by turning it into a two-way distribution chain. Its sanchalaks serve the function of stimulating purchases from farmers as well as selling products to them. Similarly, the commodity procurement centers not only facilitate direct commodity purchase but build traffic to the company's supermarket located on the premises. Similarly, the network of the Department of Posts is bidirectional.
Bidirectional distribution has some similarities to the concept of "reverse distribution" (or "reverse logistics"). Reverse distribution systems typically are focused on the return of end-of-life products or the recall of faulty products. These systems often stem from regulatory requirements around recycling, but can provide additional value to manufacturers through, for example, remanufacturing using the returned product and information that can be ascertained on product performance (Blackburn et al. 2004; Toffel 2004) . Reverse distribution systems ease the challenges around product recalls (Smith et al. 1996) . In contrast, our concept of bidirectional distribution refers to the two-way flow of different products using the same logistics. Bidirectional distribution also has an information component, not about returned products but about information on the consumer's needs for a wider range of products and services.
Shared distribution
Once a distribution channel is in place and can carry additional products at low incremental cost, contribution earnings can be raised by widening product range to derive greater economies of scope. ITC has aggressively pursued alliances with a broad range of vendors, which allows it to offer a full range of goods and services in its rural supermarkets and spread recovery of its large fixed cost on that distribution platform across larger sales volume. Similarly, the Department of Posts is delivering greater value to the public and helping cover the cost of its Extra Departmental POs by carrying products of companies and educational institutions.
This strategy is somewhat similar to that of Amazon.com in e-commerce.
Having established a powerful internet distribution channel Amazon has significantly expanded contributions at low incremental cost by carrying a much wider range of products than its original narrow offering of books.
The network of the Department of Posts is the most complex, carrying products of multiple organizations in both directions.
Using information to empower the BOP
The rural poor suffer low incomes as a result of traders' market power. One of the ways in which governments can enhance rural incomes is through stronger market institutions; for example, through regulation that discourages adulteration, tampering of weights and market-rigging, and enables the rural poor to acquire superior inputs 
Leveraging technology
The poorest segments of rural populations may not benefit from technology that is embodied in expensive equipment (such as mechanized farm equipment). However, they can benefit a great deal from knowledge of other kinds of technology, such as agricultural practices, which may be applied without significant additional capital.
The challenge is to finds ways to bring these to the attention of potential users. By using technology, companies like ITC and HUL are able to set up channels to bring a wide array of useful information to rural users. Technology also allows them to make information accessible to the weaker segments, such as the illiterate. This services builds social capital that helps further companies' objective of selling products on which they can earn contributions today and set the foundation for future profits.
Cross-sectoral collaboration
When setting up business models that integrate activities of different sectors it is important to design the system so that responsibilities are clearly demarcated and performance easy to measure. The effectiveness of strategies for cross-sectoral collaboration, especially when significant private and public sector resources need to be combined as required in rural power generation, requires careful analysis of activities that can be put in the hands of entrepreneurs and the infrastructural support and monitoring that government needs to provide. Easy entry and exit is helpful to facilitate participation by the private sector, and so the government has to assume ownership of parts of the value chain that require longer term commitment, especially in public goods.
Scalability
The challenge of socially responsible distribution is to serve an enormous population at the bottom of the pyramid in need of goods and services. This calls for solutions that can stretch scarce resources. A remarkable aspect of Gyanshala's model to bring basic education to the poorest children in villages and urban slums is that instead of striving to provide a rich educational environment using college graduates, it decided to strip out non-essential aspects of education and focus on providing high-quality essential education, which meant it could deliver valuable service using widelyavailable basic resources, facilitating scalability while making education highly accessible to the target population by bringing school closer to childrens' homes.
In their decision to use BOP entrepreneurs to manage distribution's last mile, the Departments of Posts and Rural electrification, and HUL and ITC have all opted for scaleable models as these human resources are abundantly available. The use of technology platforms also helps in this regard. Having invested a fixed cost in developing or appropriating information and knowledge, organizations, using technology, are able to disseminate it widely at negligible marginal cost.
PAYOFF
Involvement in rural distribution provides a range of benefits for multinationals, as well as people at the bottom of the pyramid.
What's in it for multinationals?
Multinationals that have invested in rural markets are benefiting by earning contributions on current sales, laying the foundation for substantial future earnings, preempting future competition in rural markets and developing consumer information databases that can secure future competitive advantage. Future earnings Reaching out to the bottom of the pyramid with valuable products and services in the face of little competition from other organized sector firms can help build a loyal customer base that will deliver future profits. As developing-country economies grow, some of this rural population will migrate to urban areas and as that happens familiarity with brands they have encountered in rural areas will help them transition to companies' products in urban areas, once again helping secure future earnings. Similarly, as urban BOP consumers become more affluent they are likely to purchase upscale products of companies whose products they have previously used.
Contributions on current sales
An important factor in creating long-lasting customer loyalty is the creation of trust through provision of goods and services with higher perceived value compared to traditional traders with whom the BOP customers interacted. The free provision of information that empowers farmers by enhancing their bargaining power vis-à-vis traders, or allows them to improve agricultural methods or improve hygiene, can serve to create goodwill and build social capital.
Preemptive distribution ITC and HUL are racing to preempt future competition from distribution heavy-weights. The Indian Government is under pressure from foreign governments to open up its retail sector to foreign competitors, and giants such as Wal-Mart are poised to enter the "last frontier for hyper-markets" (Jain, 2006; 4) . Large local companies, such as Reliance, have committed substantial resources to enter the retail sector. Reliance intends to invest $5.6 billion to grab a share of the rapidly-growing organized retail sector, which is expected to triple in size to $15 billion by 2010 (Merchant, 2006) . These new players will provide formidable competition that will begin in urban areas and eventually roll out into rural markets.
Reliance has announced plans to create 50-acre "rural business hubs" in each district of India in the thirds phase of its strategy, after it begins setting up 200,000 sq ft hypermarkets and 2,000 sq ft supermarkets in urban areas (Jain, 2006) . By moving early to blanket rural markets, whose fragmented nature provides logistical advantages to first-movers, ITC and HUL can hope to create entry barriers for some of the followers, or at least strengthen their position against the onslaught of giants like Reliance, much as Wal-Mart shut out competitors like K-Mart in US rural markets during its initial years (Ghemawat, 1986) .
Consumer information databases
Companies that control the last mile of the distribution chain stand to gain from developing proprietary databases with valuable consumer information that can be used to sell market research services to new entrants, as well as to influence product and brand choices. Government departments are also aware of the value of such market information. They expect entrepreneurs who manage electricity sales as franchisees of the Rural Electrification Ministry will benefit from market information they can provide to companies selling a host of electrical gadgets.
Payoff for the bottom of the pyramid
Intervention by government, NGOs and private companies delivers valuable payoff for the BOP. People are better informed and, given assistance on how to use information, can raise their incomes and derive higher value from purchases of agricultural inputs and consumer goods. Knowledge of better agricultural practices raises productivity and income, and appreciation of health and hygiene factors improves quality of life. Entrepreneurship opportunities build self-esteem and loosen cultural constraints. Better communications with urban areas create stronger awareness of rights and opportunities.
Risks As companies extend their reach into the BOP, bringing goods and services to areas inadequately served by the majority of their competitors, there are naturally opportunities for exercise of monopoly power, and exploitation of consumers and labor, because institutional mechanisms and government oversight are weak in rural areas. These concerns are already being raised by NGOs. Thus, it is important to concurrently create governance mechanisms, perhaps using coalitions of government, civil society and companies that have demonstrated their commitment to enhance the welfare of the BOP.
CONCLUSION
Management scholars and development economists have provided a compelling case for greater attention to the bottom of the pyramid. However, few contributions have examined specific strategies for reaching the bottom of the pyramid. We have introduced the term socially responsible distribution to describe initiatives that provide poor producers and consumers with market access for goods and services that they can benefit from buying or selling by helping neutralize the disadvantages they suffer from inadequate physical links to markets, information asymmetries, and weak bargaining power. This has been illustrated by five case studies. In doing so, we have identified the role the private sector, governments and NGOs can play in promoting SRD, the different kinds of intervention strategies they use, and the benefits for various parties, including the people at the bottom of the pyramid.
The paper highlighted the obstacles to higher earning potential and access to cheaper consumer goods for poor consumers, identifying direct and moderating factors. The direct factors identified were infrastructure shortcomings, lack of information and knowledge and skills, and low bargaining power. The moderating factors identified were illiteracy, cultural rigidities, (inadequate) market institutions, and organizational shortcomings. The strategies of organizations tackling these obstacles used broad and targeted interventions. These strategies included bridging the infrastructure gap, use of empowering information, leveraging technology, and cross-sectoral collaboration as well as differentiated distribution and leveragedbidirectional and leveraged-shared distribution. Managers who are interested in reaching into the BOP could well learn from the strategies adopted by the organizations discussed here, which are in many respects at the forefront of efforts to serve and engage with the BOP. 100.0 * the precise income used is $1.08 and $2.15 per day at 1993 PPP. Notes Numbers in column 2 are the ratio of the region's total population that lives on less than $1. For example, 14.9% of all East Asians live on less than $1 -so 271.3m is 14.9% of total East Asian population. Numbers in column 3 indicate what percentage of the world's population of people living on less than $1 are accounted for by people in that region. For example, 24.8% of the world's population living on less than $1 (which is 1092.7m) are East Asians; i.e., 271.3m is 24.8% of 1092.7m. Numbers in columns 5 and 6 are similar to those in columns 2 and 3 with $2 being the benchmark instead of $1. Source: Chen and Ravallion, 2004 . Rao and Natarajan, 1996. i 1993 dollars at purchasing price parity ii Prahalad and his colleagues count a much larger number (four billion) in their definition of the bottom of the pyramid; that is people earning below $1500 per year at purchasing power parity (Prahalad and Hart, 2002, Prahalad, 2005) . We choose to work with the more widely-accepted number of poor people, which is around 2 billion as discussed earlier.
iii For other case data on ITC Limited see: Upton and Fuller, 2004, and Prahalad, 2005 iv For other case data on HUL see: Rangan and Rajan, 2005, and Prahalad, 2005. v "Extension services" refer to programs run by government agencies, universities and cooperatives to provide information, training and education via workshops, classes, events.
